This paper investigates the determinants of hedge fund flows after the crisis of 2008. We show that after the crisis, investors maintained their traditional preference for past bestperformers. In that sense money flows were not smart after the crisis. We find some evidence, albeit mixed, that inflows mainly went to the most liquid funds and strategies. Finally, for single hedge funds, the domiciliation was also a relevant criterion for allocations, with EUdomiciled funds the most favoured. We finally find weak impact of fee structures on allocation decisions.
In 2008, the hedge fund industry posted its worst performance ever. Even if hedge funds significantly outperformed equities, they failed to deliver a positive return when investors needed it the most. Moreover, many hedge funds had to restrict the liquidity of their funds by implementing gates or side-pockets. To top it all off, the biggest fraud in the history of the hedge fund industry was discovered leading to billions of dollars of losses.
The direct consequence of these events was that the hedge fund industry experienced significant outflows. According to Eurekahedge publications, the assets managed by the 
Testable hypotheses
Several academic studies investigate the relationship between hedge fund flows and hedge fund characteristics. The main finding of these studies is that money flows into hedge funds primarily chase recent good performance (see for instance Agarwal et al. [2004] ). Baquero and Verbeek [2009] contribute to the literature by using quarterly fund flows and modelling in-and outflows separately. They also document a positive relationship between flows and past performance but, contrary to Agarwal et al. [2004] who find a convex relationship, they find a linear one. Xiong et al. [2007] use quarterly flows of funds of hedge funds and they also find a linear flow-performance relationship. More recently, Ding et al. [2009] extend these studies by investigating the effects of share restrictions. They show that the flow-performance relationship is always positive but more importantly that it becomes concave in the presence of significant liquidity restrictions. Besides performance, the importance of the other hedge fund characteristics on investor flows is less crucial. Agarwal et al. [2004] show that investors are reluctant to invest in funds that have longer lockup periods. Baquero and Verbeek [2009] demonstrate that liquidity restrictions impact differently money inflows and outflows. Agarwal et al. [2004] analyse also the impact of hedge fund manager incentives on flows. They find that investors allocate more money to hedge funds with a greater sensitivity of their total compensation to the fund's performance. Finally, Agarwal et al. [2004], Baquero and Verbeek [2009] as well as Ding et al. [2009] document that investors prefer smaller and younger funds.
Overall, past academic research mainly focuses on determining the shape of the relationship between flows and performance. Rather than this, our study focuses on the potential impact that the financial crisis may have had on investors' recent allocation decisions. This is why we focus exclusively on the 2009 post-crisis flows and formulate our testable hypotheses by insisting on the events that may have had a significant impact on allocation decision. In the rest of this section, we develop five hypotheses, one for each category of hedge fund characteristics we consider: 1) risk and return, 2) size and age, 3) level and structure of fees, 4) liquidity terms and 5) domiciliation. Hedge funds are generally not fully transparent regarding their individual positions. This is why investors tend to rely on past performance to take capital allocation decisions to hedge funds. The extraordinarily difficult market conditions that prevailed during the financial crisis have clearly helped at separating good managers from bad ones. Given the great dispersion in performance during the crisis, we predict that past performance has become even more important. Similarly, the ability of hedge fund managers to manage their volatility during the 2008 stress period will probably be viewed as a good proxy for their capacity to control risks in the future. Finally, excessive leverage was one of the main performance detractors in 2008. As a consequence, we predict that investors may be reluctant to allocate new money to managers that have the ability to use leverage for their investment strategy. Note that this prediction differs from past research (see Ding et al. [2009] ) that documents that funds with higher leverage received higher inflows. As it was thought that only good managers can get financing, leverage was indeed seen as a good proxy for the quality of the fund. With the hindsight of the financial crisis, we can say that this is far from being true. This leads us to our first hypotheses: Past academic research that investigates the impact of hedge fund size has come to two important conclusions. First, smaller-sized hedge funds display more operational risk than big ones (see Christory et al. [2006] ). Second, due to capacity constraints in some types of trading strategies, bigger funds underperform smaller funds (see Agarwal et al. [2004] among others).
This suggests that, on average, smaller funds outperform bigger ones, but also display much fatter tails. Operational risk has become at the centre stage of hedge fund investors' concerns after the financial crisis. The massive outflows experienced by some hedge funds have raised concerns about the ability of small-to middle-sized hedge funds to survive without significantly reducing their costs and thereby lowering the quality of both their investment and, more importantly, operations team. This is why we predict that, in the post-crisis environment, operational risk stemming from size will outweigh the performance effect. The same type of argument is valid to predict the relationship between the flows and the age of the fund. On the operational side, the partners of older funds can probably invest more personal wealth in the fund management company than the partners of younger funds who have been collecting fees for fewer years. This will unable partners of young funds to retain key employees after significant losses of assets. Until the financial crisis, the level of fees perceived by hedge funds was probably not a major allocation criterion. Hedge fund managers were perceived as above average quality managers that deserve to receive higher fees than mutual fund managers. Empirical research confirms this prediction as the relationship between management fees and flows is not statistically significant (see Baquero and Verbeek [2009] ). However, the weak performance delivered by the industry in 2008 may have changed the behaviour of investors and prompted them to become less complacent about the level of both management and incentive fees. With respect to incentive provisions, Ding et al. [2009] show that there is a positive relationship between flows and the existence of a high-water mark provision, as this better aligns the incentive between managers and investors. The same rational shall apply to hurdle rate provisions. 
Methodology
In order to test our hypotheses, we run a regression similar to the one used by Ding et al. 
We consider this specific period in order to exclude sales that were mainly driven by liquidity needs during the first months of 2009. As mentioned above, the hedge fund industry experienced positive net flows between May 2009 and May 2010 and we can suppose that these flows relied more on investors' judgements about hedge fund's expected future performance than on pure liquidity needs.
In line with the hypothesis, we group the characteristics of the funds into 5 categories. in USD or EUR (1911 funds). We also discard 178 funds whose AUMs followed and unrealistic evolution. 3 Finally, if a fund has several classes, 4 we retain the one with the highest AUM as of May 2010. By applying these filters, we obtain a sample of 1485 funds.
3 We remove from our sample the funds whose AUM decreased by more than 90% (∆AUM<-90%), whose AUM did not change (∆AUM=0%) or whose AUM increased by more than 10 times (∆AUM>+1000%). It is very likely that this procedure discards funds that misreported their AUMs (and not funds that liquidated). In fact, almost all the funds reported returns also in 2010, and the patterns of NAVs do not suggest that these funds are shutting down.
Descriptive statistics
Exhibit 1 contains the descriptive statistics of the net flows observed for our sample from the end of April 2009 to the end of May 2010. There is a significant dispersion between strategies and also within strategies. Event Driven is the style with the lowest median outflows (-0.6%), Exhibit 2 displays the descriptive statistics of our continuous explanatory variables. The distribution of the size variable is highly positively skewed with some big funds that increase the average size of the funds contained in our sample. The average fund is 8-year old, it generated a positive alpha of 0.4% per month over the period under investigation and it takes about 4 months to redeem from it. Regarding other liquidity terms, 88% of the funds included in our sample have a high-water mark, 15% a hurdle rate and 26% a lockup. These figures are very close to the ones observed for the whole HFR database. 87% of the funds that constitute our sample report in USD. Finally, one half of the funds we retained are domiciled in the Caribbean region, 36% in the North America and 14% in Europe. 
Results
Exhibit 3 contains the estimated coefficients and the t-statistics for the regression described in Equation (1). We run it on each strategy separately and on the whole sample. Given the peculiarities observed for Funds of Funds, we also estimate the regression on the whole sample excluding Funds of Funds. In the latter two regressions, we add dummy variables to control for style effects (the base strategies are Funds of Funds and Relative Value, respectively). The second column of the table indicates the expected sign of the coefficients according to our hypotheses. We compute the t-statistics using the Newey-West [1987] methodology in order to adjust for autocorrelation and heteroskedasticity. The comments in the following section are based on the coefficient estimated excluding Funds of Funds.
Pooled regression results
As we can see from Exhibit 3, the regression's outcome invalidates our predictions regarding the impact of StartSize and Age on hedge fund flows. Smaller funds attracted more money during the period than bigger ones. This finding is not due to the indirect impact of performance as Perf and StartSize are positively correlated (i.e. bigger funds performed better during the crisis). Similarly, Age has a negative, albeit not statistically significant, coefficient.
These results are consistent with previous studies and show that, despite the financial crisis, investors' allocation decisions were not heavily impacted by the additional operational risk associated to both small-sized and young hedge funds. Note: Values significant at the 10% are denoted with *, those significant at the 5% by ** and those significant at the 1% with *** (2-tailed tests).
With respect to performance, both Perf and SD have significant coefficients indicating that investors preferred funds that performed well with low volatility. By simultaneously controlling for all the variables, each additional percentage point of risk-adjusted return increased the average flow by 271%. In addition, the flows to levered funds last year were 6%
lower than the one to unlevered funds. The relationship is not however statistically significant and it is strongly influenced by the Funds of Funds and the Relative Value funds.
a positive relationship between leverage and flows. This probably mirrors a combination of two effects: first, a performance effect, since levered funds were the poorest performers during the crisis, and second, a shift in the preference of investors who have become riskaverse to levered funds.
Contrary to our prediction, we find no relationship between the level and the structure of fees and hedge fund flows. In fact, none of the variables related to fees and investment terms has a statistically significant coefficient and few of them display the expected signs. These results are similar to the ones of Ding et al. [2009] and show that despite the crisis, the level and the structure of fees has not become a relevant criterion for investors.
We find mixed evidence for liquidity preference. The coefficient of TotRedPeriod is significantly negative, whereas the one of D_Lockup is not significantly different from zero.
This means that investors considered the permanent restriction measured by TotRedPeriod but ignored the one-off constraint represented by lockup. This result partially invalidates our predictions and it is at odds with previous research (see Agarwal et al. [2004] ).
Interestingly, the coefficients associated to the variables related to the domicile of the fund are all statistically significant and display the predicted sign. Funds domiciled within the EU did get the highest subscriptions. This is probably a consequence of the draft of the AIFMD and the increasing interest in UCITS funds.
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All in all, the evidence of this pooled regression is mixed. On the one hand, similarly to the pre-crisis era, in 2009 investors maintained a strong preference for small funds with high past performance and low volatility. On the other hand, despite the crisis, they failed to 5 In this study the authors run a regression similar to ours in order to gauge the impact of share restriction on flows. Even if the goal, the methodology (Fama-MacBeth vs. cross-section) and the dataset (TASS vs. HFR) used are not the same, the relationships are generally close to the ones we find. 6 About 80% of our sample reported whether they are UCITS compliant or not. Among them, 3.5% are UCITS compliant. At a strategy level, Equity Hedge is the strategy with the highest percentage (~5.5%) of UCITS funds.
incorporate fees criteria and only partially incorporated liquidity criteria in their investment decisions. Compared to our predictions, these results point out that the crisis has not yet fully altered the preferences of investors. One exception is leverage: unlevered funds get higher flows last year while investors historically preferred geared funds. However, this result may also be related to performance.
Strategy regression results
Given the heterogeneity across hedge fund strategies, we investigate whether the flowcharacteristics relationships are strategy dependent. Besides, heterogeneity may also exist among hedge fund investors. This "clientele effect" is potentially strong for Funds of Funds, as these investors generally do not invest directly in single hedge funds. To address these issues, we estimate Equation (1) for each hedge fund strategy separately. The results are also reported in Exhibit 3.
We find significant differences between the pooled regression results and the strategy ones. In fact, only StartSize has a similar impact on every single strategy as well as on the pooled regression, even if the coefficients are not always statistically significant. The impact is always negative, but its strength varies across strategies. It is null and non significant for Global Macro funds, whereas it is stronger and significant for the other styles. This indicates that investors did not consider the size of a fund as a proxy for its safety. In that case, we would observe a positive coefficient for the StartSize variable, and the magnitude should be bigger for strategies supposed to be riskier from an operational point of view. Also, the strong negative coefficient associated to StartSize for Event Driven funds is consistent with the investors' willingness to avoid potential liquidity issues after the crisis. As Event Driven funds generally take concentrated bets on less liquid assets, a higher amount of assets under management could be viewed as a potential detractor for future performance by investors. One alternative explanation probably lies in the presence of liquidity restrictions: funds with the longest TotRedPeriod saw fewer outflows simply because investors were locked-in.
Conclusion
This paper examines the impact of the financial crisis on the allocation decisions of hedge fund investors. More specifically, we investigate the determinants of the flows to single hedge funds and funds of hedge funds observed from April 2009 to May 2010.
We find that past risk-adjusted performance remained the key criteria for allocation decisions in 2009. This performance effect was however much stronger for the strategies that suffered the most during the crisis (Event Driven) and it proved almost inconsequential for Global Macro funds. Given the very strong negative correlation between the single strategies performances in 2008 and 2009 7 , this means that post-crisis money was not "smart". We also find some evidence for liquidity preference, albeit mixed. Our results show that inflows were stronger for funds with low redemption periods in 2009.
We find mixed evidence for a "flight to safety". First, investors did not favour big and longestablished funds. Size duly remained a key criterion for allocation decisions, but investors maintained their traditional bias towards small funds, as they historically tend to outperform bigger ones. Similarly, age proved unimportant. Second, the use of leverage did not weight strongly on allocation decision. Relative Value funds were the noticeable exception, as they are the most levered managers. Third, we find a significant impact of fund domiciliation as EU-based funds attracted significantly more subscriptions. We link this to the new European regulation project. Finally, in line with previous research, we document an insignificant impact of fee structure. This is at odds with the efforts made by the financial industry to better align the interests of investors and managers after the crisis.
